
l'

20

The difference between these factors represents the overhead

factors applied to the investments used to develop costs for

EIS.

With respect to the ongoing maintenance and operating

costs derived from book costs, the relationship of these

costs to investment in the EIS study was .1050. As shown

above, the incremental (directly assigned) factor for land

is 0 and for buildings is .0032. The difference between the

two shows the loadings on investm.nt. Examining thr

difference. between fully assigned and directly assi~ned

factors, it i. readily evident that at mOlt, loadings for

EIS would be no more than 10 percent of inveltment. 1
'

ror its special accesl .ervices, a loadings factor is

developed from a ratio of recurring revenues to incremental

costs. ror BellSouth's Lightgate service filing this

methodology resulted in a loadings factor of 2.20. In other

words, maximum permissible loadings for .ellSouth's

Lightgate service were 120 percent of direct costs.~o In

Exhibit 1, BellSouth has recalculated the costs for floor

In fact, for all other investments, the loading
factors are considerably le.s than ten percent and the
adainistrative loading factor is only 7 percent.

The factor is the number that direct costs are to
be multiplied by to obtain ••ximum reasonable revenues which
would recover direct costs plus maxiaua reasonable
allocation of overheads. In order to isolate the loadings
portion only, the value 1 is subtracted froa the factor.
This result is aultiplied by 100 to express to loading.
portion a. a percent.
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, REaJRAlNO UNrT COST OEVELOPMENT­
2 RATE ElBAENT SPeCIFIC COSTS
3
4
5
5
7
8
;

10
11 INVES'TMENT
12 Oelign and ConltNC1icn of Enclosur.
13 All 0"" inw..",.ntl
14 To~ (LN12+LNl3) _ .
15 ....
15
17 INVESTMENT AELATEC UNIT CAPITAL COSTS (aopliel to 1.N13 on'Vl
18 Oe~Cidon &pen..
1g eolt of Money
20 Income T. Expen..
21 Totl! (LN11+LN11+LN2Dl ..
22
23 JtNU'NEM' FE.ATEC UNIT OPERATING COSTS (aopliel to 1.N141
24 MMtlnIftOl Expen..
25 Admin.... ex..n..
21 Ad V.1Ml anel Othe, T .
27 To~ (LN24+IJ"25+LN2I) """" .
28
2t TOTAL INVESTMENT AELATED UNIT COSTS (LN21 +LN21).
30
31 NON -INVES"IMENT AELATED UNIT COSTS ..
32
33 TOTAL UNIT ANNJALCOS'TS (LN2t+LN31) ..
34
35 TOTAL UNIT MON'TK.Y COSTS (LN33Il21 ..
31
37 UFtOatI Flng Aaculring ~,.,. to Increm.ntll eolt Ratio
31
3g TotIII Unit Monthly Rat. uling UgntGaIe Ovemead Loaling (LN35e LN371
40 Monthly Rat. F"tIeel for EJS (Colt rounded to n.a,. dollatl
41 Olfference (LN3I-LN4O)
42" OIfference (LN41/LN4O)
43
44 Oweml"; includeel in EIS Fileel RN (LN40-LN3Sl
45 EIS Filing ReC\lrring ~"'I to Incremlntl! Colt Rallo (LN4OILN3!l
41

SaMoa Nam.:

.l.coenClIx .l.
NOFlKPA~S 2

EJroanded Interccnneeton S'''''CI

InterconneC1icn Floor Soac.
- Par 100 SQUare Foot Mooull

$38,191.74
$174e2.7lS
SSJ.55452

$1.1 eo.31 664'1b
$1.538.• 937%

$72741 4.17%
13.52484 20.18%

S3540e 066%
$1.979.15 369%

5643.85 120%
:1..977.77 5.55%

~5.502.5t 12.12'%

$0.00

18.502.51 12.12'%

5541.11 1.01%

2.20

$1.192.15
S131.00
S2e1l5
28.05%

$319.12
172



,~xn~tat 1 - Page 2 of 5

BEU.SOtJTl1~ICATIONS. iNC.

, RECUFRNQ UNIT COST OEVELOPMENr­
2 RATE El..EMENT SPeCIFIC COSTS
3
~

5
IS
7
8
9

10
11
12
13
1~ TOTAL UNIT INVESTMENT
15 ..
lIS
17 INVESTMENT FlELA'T8' UNIT CAPITAL COSTS
1IS Oel'Ncidon &pen.
" eost of Money
20 Inoome T. e.n.
21 To (LN11+LJI'11+LN2DI ....•......_ _ .
22
23 M'ESTMIHT RILA'T8' UNIT OPERATlNQ COSTS
24 ~.,oe &pin.
25 Admin_8M &pin.
2S Ad V.,.m ."d Other T .
27 To (LN24+LJI'25+LJI'2I) _ .
28
21 TOTAL INVES'TMerr FlELATED UNIT COSTS (LN21 +LJI'2n ..
30
31 NON-INVES'NENT RELATED UNIT COSTS _ _ ..
32
33 TOTAL UNIT ANNJALCOSTS (LJI'2I+LN31) _ _ ..
30t
35 TOTAL UNIT MON'nf-Y COSTS (LN33I1 2) _ .
31
37 U;htG- FilIng Flecumng Aewnue 110 Inc,.men'" eost FIdo
31
31 To... Unit Monf\1y AatI uling UghtGatlt Overhe.d Loading (LN35-LN37)
~ Monf\Iy FI_ Filed tor EIS (Colt IOUnOid to ne.'" dolletj
41 Olh,.,. (LN3I-~
42 " OItfe,.nce lLJl'41 II.JIMO)
43
.. OwNed included in EJS Filed ... (LN~-LN3S)

45 EIS Filing Recurring Revenue to Inc,.mental Colt Flatio (LN.cnN3$
4e

Servioe NlITle:

Flatlt Element

Apcenc:h A
'NQ!=lKPAPs:l 2A

Croll ConneC1 - Per OS1

$292.32

$32.18 : 101%
$22.71 in""
S10.07 345%
saUlS 22.22%

S2.3ot 0,80"
$'0.79 3151%

S3.51 , 20'(,

SIU3 S,61%

$81.51 27,91%

$0.00

saUl 27.""

sa.1O 2.33%

2.20

$14,915
11.00
15.•

66.20%

12.20
1,32



Exhibit 1 - Paqe 3 of 5

BELl..SOUTH TELSCOMMUNlCATlONS. INC.

1 FlECU~Q UNrT' COST DEVELOPMENT ­
2 FlATE ELEMENT SPECIFIC COSTS
3
4
5
8
7
8
9

10
11
12
13 ~

14 TOTAL UNIT INVESTMENT
15
18
17 INVESTMENT FlELAT'E) UNIT CAPITAL COSTS
18 o..".cidon Ex;:len..
1t Colt of Money
20 Inoome Tu Expen..
21 ToUll (LN1'+l.N1'+l.N2CIJ ~ " .
22
23 INVES'N!NT RELATID UNIT OPERATING COSTS
24 ~~. Expen..
25 Ac*ftin.aItw Expen..
21 Ad VIIo,..,.. II'Id Other T .
27 ToUll (l.N24+l.N25+l.N281 ..
21
21 TOTAL INVESTMENT RELATED UNIT COSTS (LN21 +LN271 ..
30
31 NaIl-INVESTMENT FIIlATED UNIT COSTS .
32
33 TOTAL UNIT ANNJALCOSTS (LN2t+LN31) ..,..
35 TOTAL UNIT MClNTH.Y COSTS (LN33I12) _ ..
31
37U~ Filing Flecumng Reve~ to Inc,.men" Colt Ado
31
31 Totl/ Unit MomhIV R.- uling UWttQ_ eveltle.d ~edng (LN35-UQ7)
40 Mon1t\1V .... Filed for Ell (Colt rounded to ne.,. doller!
41 ~,.noe (LN3I-LN4O)
42 " Olt'fefWftce (LN411LN4Ol
43
44 Overnelld included in !IS Filed Rate (LN~-LN35l

45 EIS FiDng Flecurring Revenue to Incremental Colt Ado ILN~351

48

!;eMceName:

A-. Element

Accend'x A
WO~KFAPER 26

Cro.. Connect - Per 053

$2,52451

$277 89 ~ ~ 01%
S1se.1 I 7.n'llo
SII.N 345%

$S8O.se 22.W.

S20.18 OBO'!'
S83.15 36~

S30.2t ' 20%
S143.83 56~

570U1 27 91~

$0.00

$70'.81 27.9'~

558.72 2.33%

2.20

5121.18
578.00
$53.18
89.i~

$1728
1.29
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BEL.l..SOlJ'I'H TEt.ECOMMUNICAT'IONS. INC.

1 RECURRING Ll'41T COST OEVElOPMENi­
2 RATE ElSAENT SPECIFIC COSTS
3
4
5
a
7
a
g

10

"12
13 ..
14 TOTAL UNrT INVES"NENT
15
18
17 INVESTMENT AEl.ATE) UNIT CAPITAL COSTS
1e Oe~cia1Ion Expen..
18 Colt of Money
20 Inoome Tax ExDen-
21 Toral(LNII+LH1'+1.N2O) _ - .
22
23 INVIS'NENT AlLATID UNIT OPERATING COSTS
24 MtIintInIrl.!lqlen_
25 Admin~ ex.n-
21 Ad V...". end OIN, TUN
27 Toral (LN24+l.N25+LN2I) _ _ ..
21
21 TOTAL tNES"NENT ABATEO UNrT COSTS (lJ421 +lJ4211 .,
30
31 Na\I-lNVES'TNENT RlL4TEC UNIT COSTS _ ..
3Z
33 TOTAL UNIT ANNJAlCOSTS (lJ421+lJ431) _ ..
34
35 TOTAL UNIT Mamt.Y COSTS (LN33I12)_ ..
31
37u~... FilIng Reaulring ~,.,e to Increm.nUII Colt Flatlo
31
3t To... Unit Monthly R.- ulin9 UghtGatI CMmead Loedn9 (lJ43!·lJ431)
40 Mon1l'l1y FI.- Filed tor Ell (Colt lOunded to n...... dobt)
41 OIfIeNftCe (l1ol3I-lJIWq
42" CiIflIren. (L,N41/LH401
43
.. CMme.. incIYded in EJS Filed A-. (lJ440-lJ43!1
45 Ell FIn; Reculrin9~ to lncrementlll Colt Flatio (lJ4401lJ43!1
48

SeNiceNam.:

Rut E1em.nt

~OC»"ClJIr A
WO~KI''''I'ER 2C

OPllOn_ Back-Up AC Po_r
- Per Moca..1e

se.33i.se

S513.13 8! !'"b
5SJO.9t 638%
523$."" 371'

51.280.27 20.' goy

$150.48 2.53"
5233.13 3.19%

$71.07 1.20%
~70.48 7.42%

51.750.73 27.52%

SO.OO

$1.7SO.73 27~

5145.• 2.30%

2.20

$321U7
$114.00
$121.17
85.45"

~.11

133
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eELJ.SOU'l1-/ TEl.ECOMMUNICA T1ONS. INC.

, ~ECU""G UNIT COST OEVELOPMENT' ­
2 AATE ELaiEHT SP!CIFIC COSTS
3
4
5
5
7
a
9

10
11
12
13
14T~LUNIT NVESTMENT
15
,e
'7 INVESTMENT FlELAT!C UNIT CAPITAL COSTS
,a DepreCi8llo" &pM"
, t CollI of Money
20 Inoome Tu ExpIn..
21 Totll (LNtI+LN1.+LN2O) .
22
23 lNVES'NINT AELATID UNIT OPERATING COSTS
24 ~tIn _ &pin.
2S AOn Elqlen..
21 Ad V.,..,. IndOMrT .
27 Totll (t.N24+LN2S+LN211 .
21
21 TOTAL tNES'NENT RELATED UNIT COSTS (LN21 +LN271 ..
30
31 NClN-INVESNINT FlELATED UNIT COSTS .
32
33 TOTALUNrT ANNJAL.COSTS (LN2f+LN311 ..
Jot
35 TOTAL UNrT MON'TH.Y COSTS (LN33I121 .
31
37U~ FlIng Recumg ~,.,. to IncremenWi Colt Fl8lIo
31
31 T01lll Unit Monthly A.- uling U~1G... evemeed La.dn; (LN35·LN371
40 Monthly R8II Fled tor EJI (Cost rounc»d to nee'" aoUar)
41 ~rence (LN3I-LN~

42" OItIeritn_ (LN411\J11~

43
44 Qwrtl." included In !IS FlIed FlalII (LN40-LN3Sl
45 EIS F1fItlO Recu,",,; Awerlue to Incrementll Colt Aelio (LN4OIlN~

~

Rete Element

Aooe"di:r A.
'NQRKPAPEFl20

Ol'llonll DC Po_r
- PerModute

sa.Jot2.51

$578.52 912"-
5-495.51 791%
5211.45 34e%

S1.213.58 204O'lfa

S1•.41 2.94%
5234.04 3.59"

518. I I 1.~,... 7.S3'

St.79O.15 28.22"

$0.00

St.79O.15 2a.~.

5141. ta 2.35%

2.20

S321.19
S,•.OO
5121. "
&4.12"

,.1.12
1.33
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Qy.rh'Ad Loading (Para, 22{C) (1)

B.llSouth calculates a pric'-c.iling ratio for Special

Ace•••••rvic•• and uses thAt pric.-c.iling ratio to in.ur.

that a Sp.cial Ace... n.w ••rvic. rat. r.cov.r. no .or. than

a just and r.a.onabl. a.ount ot overhead co.t.. A li.t of

pric.-c.iling ratio. for OSl and OS3 Special Ace••••,rvic••

i. at Exhibit 2 App.ndix E.

B.llSouth did not u.. the pric.-c.iling ratio to ••t

the rat.. in EIS and VEIS becau.. of the unu.ual a.pect. of

the ••rvic•• and that th.y are not Pric. cap•••rvic••.

Rath.r, B.llSouth u••d a r.a.onabl•••thod to d.~armin.

ov.rh.ad. for the EIS and VEIS off.ring.. OV.rh.ad. w.r.

d.fin.d a. the fully a••iqn.d ..int.nanc. and adaini.trativ•

• xpen••• a••ociat.d with the otf.ring.. Th•••thodoloqy i.

con.i.t.nt acro•• all EIS and VIIS rat••l ...nt•.

A coapl.t. li.t of co.t., rat•• , ov.rh.ad aaount., and

ov.rh.ad ratio. tor all EIS and VEIS rat. .l...nt. and

"function.- i. at Appendix C. ror .ach account cod. within

a rat••l ..ent, fully a••iqned aaintenanc. and

adaini.trativ••xpen••• v.r. d.t.rained and included in the

fully a••ivned co.t. CAppo c, Col. b). Th••• tUlly a••igned

..intenanc. and adaini.trativ••xpen••• ar. the overh.ad••

Th. rat. CAppo C, col. c) va. d.t.rained by rOundiftCJ the

fully a••ivned COlt. Th...ount of overh.ad r ••ultinq fro.

rouncling i. indicated in Coluan f of Appendix C. Th. total

ov.rh.ad aaount i. indicat.d in Appendix C, coluan ••

-29-



with the exception of on90in9 .aintenance and operatinq

expen.e. a••ociated vith the central office floor .pace and

a••ociated land for the floor space for the enclo.ed

collocation module, EIS Interconnection Floor Space - Per

100 Square Foot Module, and the VEIS Floor Space - Per

Square Foot, BellSouth u.ed incr..ental fUlly a••iqned

aaintenance and adainistrative expen.e factors to calculate

aaintenance and adaini.trative expan.e. in the fully

a••iqned co.t calculation. For the on90in9 aaintenance and

operatinq expen.e of the floor .pace, BellSouth developed

expen.es, includin9 direct salaries and salary lO8dinqs, per

a•• iqnable ~are foot ba.ed on book co.t. for the 12 .onth

period fro. Deceaber 1, 1991, throu9h Noveaber 30, 1992.

The book cost. were used to determine th... operatinq

expen... because an appropriate fully a••iqned factor vas

not availabl.. Expanded Interconn.ction i. th. first

.ervice where land and buildin9s are .ervice offerinq., not

ju.t lO4din9.. Directly a.siqned factor. w.re u.ed in all

cas•• to calculate th. direct co.t (App. C, Col. d).

The ditterence betw.en the fully a••iqned and directly

a••iqned tactor. are a. follows:

-30-



PART 32 ACC0tJHT MAINTENANCE ApMINISTRATIOli

2232 .0137 .0683

2212 .0289 .0683

2211 .0230 .0683

2111 .0000 .0683

2121 .0005 .0683

Thi. difference repre.ent. the ov.rhead factor. applild to

the inve.taent. u.ed to develop co.t••

With re.pect to the On90in; ..intenance and operatin9

co.t. dlrived fro. thl book., the relation.hip of the.e

co.t. to inve.taent i. a. follow••

115 Interconnection Floor space

Operatin; Co.t

Inva'1:.IIlnt

$7546

Fully Aa.i9Jled

, At Inva'WnS;

.1050

Directly

Aa.i9Jled

, At IOYI'Wnt

.0032

lIS Iot.regnneetiAn Floor SpIce -PuoctiAo-

Inye.tpnt;

$7546

, At Inva.u.ot;

.1050

-31-

Operatin; co.t

Directly

Aa.i9Jled

, At Iova'Wot

.0032



VEts Floor Space Plr Square Foot

Op.ratinq Coat

Fully A.aiqn.d Directly

A.aiqn.d

Iny••tment

$75.46

, ot Iny••t_.nt

.1050

, of Inyestmlnt

.0032

Th. ditt.r.nc. betw••n .1050 and .0032 i•. 1018 and

r.pr•••nt. the ov.rh.ad factor appli.d to the invr.ta.nt for

the floor .pac. occupi.d by the int.rconn.ctor.

Th. ov.rh.ad ratio. for !IS on a per rat. .l~.nt ranq.

tro. 1.29 to 1.72 and tor VIIS ranq. tro. 1.29 to 1.81. On

a per -tunction- the ov.rh.ad ratio. ranq. tro. 1.29 to 2.02

tor !IS and 1.29 to 1.81 tor VIIS. It the tloor .pac. rat•

• l ...nt., tor which operating .xpen••• w.r. calculat.d troa

the book., ar••xcluded the rang. tor lIS per rat••l ...nt

i. 1.29 to 1.33 and per -tunction- i. 1.29 to 1.35. Th.

ranq. tor VIIS per rat••l ...nt and -tunction- i. 1.29 to

1.35.

By a••uain; deaand tor lIS and VIIS and the ov.rh.ad

ratio i. calcul.~ed on a ••rvic. ba.i. a. BellSouth'. pric.­

c.iling ratio. art calculated, the lIS ov.rh.ad ratio i.

1.41 and the VIIS ov.rh.ad ratio i. 1.34. Th••• calculation

are included in Appendix o. Th. pric.-c.iling ratio. tor

BellSouth OSl and OS3 ••rvic•• ranq. tra. 1.14 tor

-32-



SMARTRinq- 49/72 Month to 2.20 tor SMARTRinq- Month-to­

Month. Th. pric.-ceiling ratio tor 051 i. 2.69, OS3 i.

1.91, and tor OSl and 053 combin.d i. 2.41. The.e price­

ceiling ratio. are .hown in Appendix E. I

The difference betwe.n OSl and 053 ratio. are a product

of .ev.ral f.ctor.. A. a preliminary ••tter, however, there

i. no A priori re••on that they .hould be the ..... To the

contrary, und.r pric. cap regulation it i. rea.onable to

expect th••• type. of ratio. to differ aaong ••rvice••

Ind••d, a priaary purpo.e of pric. cap regulation i. to

provide inc.ntive. for local exchange carriers to beco.e

aor. effici.nt. Eftici.ncy, however, i. not aerely liaited

to co.t control but al.o ext.nd. to pricing .fticiency.

Wi~in the pric. cap con.traint., one of SellSouth'.

obj.ctive. i. to .ffici.ntly pric. it••ervice. to reflect

the ..rk.tplace. A. .uch,. it i. rea.onabl. to .xpect

price/co.t variations aaong ••rvic•••

Th. variation betw••n the DSl and DS3 ratios reflects

.everal considerations. Fir.t, it refl.ct. to a certain

.xt.nt price/cost relation.hip tor th.s. .ervice. that

exi.ted prior to price cap regulation. Since price cap

regulation, lellSou~ ha. endeavored to reflect in it.

pricing currant co.~ trends. Another tactor is ..rket

,
..llSOuth filed tera rate. for DSl .ervice.

e.rlier in 1993. At this ti.. , only about nine circuit.
have converted to a tara plan. lellSouth plan. to revi.e
its tara rate. within the next t.v weaks and will subait
price/co.t ratio. with the filing.
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conditions. In order to take into account _arket

con.iderations, BellSouth, in pricinq its .ervice., must

reflect CU.to.er needs and expectations. Finally, BellSouth

inteqrates and balances allot these tactors to assure that

it••ervice. ofterinqs are priced .0 as to maximize their

contribution to .eetinq revenue tarqets.

Coaparin9 the ratio. contained in Appendice. C, 0 and E

.hows that whether Expanded Interconnection i. analyzed by

rate el..ent, "function", or .ervice the overhead ratio. are

well within the ranqe of overhead ratios tor othe~ OSl and

OS3 .ervices. Indeed, for the -o.t part overhead ratio. tor

OSl and OS3 .ervice. exceed tho.e a••ociated with expanded

interconnection.

Expanded Interconnection is the only Special Acce••

• ervice, in which BellSouth provides land and buildin9. a.

an otterin9. Therefore, ir EIS and VEIS land and buildin9.

are not General Support Facilitie.. The land and buildin9.

inve.t.ent. included in aellSouth'. lIS and VEIS ofterin9s

are associated with expanded interconnection and no other

.ervice offering. In particular, the int.erconnector

enclosure would not be const.ructed if lIS was not offered

and the 100 square feet of floor space enclosed cannot. be

used by Be11South t.o provide or support another .ervice

while occupied by an interconnector. Therefore, BellSouth

should recover the coats (capit.al and operat.ing) aaaociat.ed
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with the land and buildinqa used to provide Expanded

Int.rconn.ction trom the cost-causer, the interconnectors.1

BellSouth has demonstrated here that the 10adinq8 added

~o direct costs repre.ent a rea.onable contribution to joint

and common cost.. There i. no basi. to excu.e

interconnector. trom contributinq to the recovery of the.e

coata.

The rat.a trom .pecial acce.. .ervicea al.o make a

contribution to joint and co..on co.t.. The Commis.ion's

price c.p plan has e.t.bli.hed a .harinq .ech.ni•• which

li.it. BellSouth'. e.rninq.. Thi••echani•• a.auzes that

BellSouth doe. not over-recover it. coat.. There i. no

adju.tment, how.v.r, th.t i. n.c••••ry to .xi.tinq .pecial

acce.. rate. or to the exp.nded int.rconnection coat .tudy

to pr.vent double r.cov.ry ot coat.. The Coaai••ion'.

concern with double recovery i. ~i.pl.ced. Such a concern

ia rel.vant only in a revenue requir..enta/rate ot return

regulatory environaent. Price cap regulation haa replaced

that rate ot return regulation. It would be nothinq le••

than arbitrary to att..pt to overlay a revenue require.ent

analy.i. over .pecial acce•• rate. and rataaakinq. The only

relevant i ••ue here i. the coat d.velop.ent tor .xpanded

2 The .... .tat...nt can be ..de concerninq the
application fee and .ervice order proceaainq cbarqe. tor 115
and VEIS. If the .ervice. vere not offered, Be11South would
not incur the co.t. a.aociated with the.e function••
Therefore, the interconnector. ahould pay for the.e co.ta.

-35-



interconnection .ervice.. BellSouth ha••hown it. coat

develop.ent for the•• service. is ju.t and rea.onable.

The rate for each EIS and VEIS ele.ent va. eatablished

to equal direct co.t plus so.e reasonable aaount of

overheads. BellSouth included only overhead. a••ociated

vith .aintenance and adainistration and u.ed inve.tment as

an allocator. Only the inve.tm.nt a••oci.t.d vith lIS and

VEIS v.re u.ed to deter-ine the•• ov.rh.ad•.

Por the floor .pac., the aaint.n.nc. va. calculated

fro. the book••0 only ..int.n.nc••xpen••• a••oci.ted vith

the .pecific c.ntral offic. buildinq. and land ar_ includ.d

vh.r. int.rconn.ctor. h.v. .xpr•••ed .n int.re.t to

int.rconn.ct. Th••• co.t. are on • per ••• iqnable square

toot, .0 the int.rconn.ctor i. only c:b&r9ed tor the

..int.nanc. of the ~.r. f••t the interconn.ctor u.... For

the other r.t. .l_.nt., the _int.n.nc.... calcul.ted by

applyinq • f.ctor to the inve.taent •••oci.ted vith

providinq the .ervic••

Th. adaini.tr.tiv. expen•• f.ctor••••iqn .xpen•••

categoriZed •••dalni.tr.tiv. ov.rh.ad. aero•• telephone

product. and .ervic.. on the ba.i. of inve.taent.. lIS and

nIS are .ervic... Ther.fore, the adJIini.tr.tiv. expen••

a••oci.ted vith th_ va. calcul.ted by applyinq the

adaini.tr.tive f.ctor to the inve.taent.. Aqain, only the

inve.t:aent used for interconnection va. included.
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EJl"I~ 2
Appendix C

EXPANDED INTERCONNECTION SERVICE
Plge 1 Of 2

Reault of
FuUy Direct.y Total RoundIng

Inve.tment Related A"'gned A..igned Ovemead Ovemead IOveme.d •
Rate element Caet Rate Cost Amount Amount RatiO,

(a) (b) (e) (d) I (e-e-d) (f-e-b) (g-c/d)

Space Conat. Charge I
I

$7.131- per 100 Sq. Ft. Module
! SS1.152.17 1 $51."0.00 $51.152.17 $7.13 i 1.00!

- Const. P,oVlSionlng $148.29 $149.00 5148.29 $0.71 SO.71 1 100:- Inter. Sp«ifjc Const. $229.00 5229.00 $229.00 $0.00 $0.001 1001
- SeclJrlty JnstlJ/.tlon $199.06 $200.00 "99.06 SO.!M $O.!M I 1001
- p.nition TotlJ $576.35 $578.00 $576.35 $1.6! $1.65 1 100 1

: Interconnection Floor
I Space "30.12 1131.00 ",,1.11 $31'.12 $0.21 1.721

- DC PO"' G.".r.tion $191.76 $191.90 $141.16 "'9.74 SO.14 133 i
I - Floor S;J«e .".31 .4.50 S309.43 1315.01 $0.12 2.02I

- EntrW7C. F.cillty S;J«e S107.50 S107.SOI SI3.12 12...... $0.10 1.29I

i - Partition Totll $830.64 $931.00' $541.71 S318.29 SO.38 1.72I

Cr08a-COnnect per DS1 ".11 ".00 .... 12.20 $0.21 1.32
- OS1 Crca-ConnectiOn

C.OM & C.OM SlJppoff $8.77 SI.9O $5.23 ".67 SO.13 1.32
- rermmlltion Equipment $0.48 $0.50 $0.37 $0.13 $0.02 1.35
- OS1 Croa-CCnnactiOn

Equipm.nt ".~ .,.10 1 .,. ,t $0.'" $0.08 134
- P.ffitiOn Tot. SI.7' $1.00 SI.7I 12.21 $0.2' 133

CrQU- COnnect per DS3 '7S.N '7'.001 ....72 "7.2' $0.07 1.29
- 0$3 Crou-ConnectJon

C.,. & C.,. SupPOff $10.37 $10.40I $41.• "3.72 $0.03 1.29
- rermlnMiOn Equipm."t $3.10 $3.10 $2.31 $0.71 $0.00 1.30 I
-OS3Croa-Connat:tiOn I

Equipment $12.441 $12.50 •.13 $2.'7 $O.CM 1.30I
- P.ffitiOn Tot. $75.13 S71.00 $51.70 "7.30 $0.07 1.29

I

Back-up AC Power I
- per Module " •.41 "14.00 .,.... ..... 11 $O.st 1.331

Add'1lonal DC Power .,•.001 10331- Der Module " ••77 "4'.11 ...... $0.23

Note: Unparuoned ft. elementa .. In bold.
p.".tIoned Func:etone .,. ltaIctUd.



EXhibit 2
APPtndix C

VIRTUAL EXPANDED INTERCONNECTION SERVICE
fJage 2 Of 2

R••ult of
Fully Directly Total Rounding

Inveltment Relatad A..lgnad A..ignad Ovemaad OYamaad IOY.m.ad
Rata Elament Coat Rata Coat Amount Amount Ratio

(a) (b) (C) (d) (a.c-d) (f.C-b) (g-c/d)

Cable Support Structur. $14.781 $15.00 $11.41 $3.511 $0.24 1.31

I
i

I

Crosl-Connect per DS1 $1.7' $'.00' ".10 $2.201 $0.211 1.32
- OS7 C~-Con".ction

C."'e & C.CIe Suppon $6.n $6.90 $5.23 $1.61 $013
1

' 32'
- T.rmm.lion Equipment $0.481 $0.50 $0.37 SO.13 $0.02 ! , 35;
- OS7 Cross-COnnection

Equipment $1.504 $1.60 I $1.19 $0.41 $0.06 , 34:
- P.nJtion Tot. SI.79 $9.00 $6.79 $2.21 $0.21 , 33,

i CrOla-Connect per DS3 $75.13 '78.001 ....72 '17.21 $0.07 1.29
I - DS3 Croa-COnnectiOn

C.tJle & C.CIe Suppon $60.37 $60.40 I ,..... $13.72 $0.03 1.29
- r.rminMion Equipment $3.10 $3.10' $2.38 $0.71 $0.00 1.30
- DS3 Croa-COnnectiOn

Equipment $12.48 $12.50 •.13 $2.'7 $0.04 1.30
- p.mtiOn Totlll $75.13 $78.00 $51.70 $17.30 $0.07 1.29

Floor Sp8Ca - per Sq. Ft. ....1. p.OO 12.7' 11.24 $0.'1 1.'1 i
!

:Floor SDKa - Der AmD A.• ....00 12.M '1.02 $0.02 1.34 ;

Nota: Unpartlonad Rata EI.manta ara In bold.
Partitioned Functlona .,. Itallclzad.



Exhibit 2
Appendix E
Page 1 of 1

PRICE-CEILING (OVERHEAD) RATIO CALCULATION
BELLSOUTH DS1 AND DS3 SERVICES

i Total
IIncremental i Total Overhead I

Service Cost Revenue Ratio I
(a) (b) (c) (d=c/b) i

I ,

OS1 $47,546,584 5128,089,0351 2.69

eS3 $28,898,998 $51,300,457 1.91

LlGHTGATE $26,044,425 $50,255,722 1.93
i

lIGHTGATE MTH-TO-MTH $25,071,n1 : $48,712,952 1.94

LlGHTGATE 24/48 MTH $959,674 $1,520,430 1.58

LIGHTGATE 49n2 MTH $12,980 $22,340 1.72

LIGHTGATE 73/96 MTH $0 SO -
SMARTRING $854,573 $1,044,735 1.22

SMARTRJNG MTH-TO-MTH $11,474 $25,240 2.20

SMARTRING 24/48 MTH $134,172 $198,290 1.46

SMARTRING 49n2 MTH $257,803 $293,590 1.14

SMARTRING 73/96 MTH $451,124 $529,815 1.17

DS1 AND DS3 $74,445,582 $179,388,492 2.41
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Before the
FEDERAL COMMUNICATIONS

Washington, D.C.

In the Matter of

Local Exchanc~ Carriers' Rates,
Terms, and C~ Jitions for
Expanded Interconnection for
Special Access

REPLY

.... "

CC Docket No. 93-162
ReCEIVED

alP 301993

Bellsouth Telecommunications Inc. (tlBellSouth) hereby

submits its Reply to the oppositions to BellSouth's Direct

Case.

Pa~ties filing oppositions in this investigation have

followed quite a predictable pattern. The greatest

specificity that can be found in the oppositions consists of

recitations by the parties of various provisions or rates

for expanded interconnection. The recitations are then

followed by the observation that particular provisions and

rates differ among LECs. Many times, they conclude by

urging the Commission to adopt one of the tariff provisions

or rate••

Such oppositions are far from compelling. The broad

allegations which characterize so many of the oppositions

can hardly be viewed to undermine 8ellSouth's Direct Case.

In lieu of analysis, the parties state preterences.

A tariff investigation is not a popularity contest.

Its purpose ~s to determine whether a tariff'. provisions

and rate. are lawful under the Communications Act. The
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expenses included in the Application Fee and Space
Preparation charges. These capitalized costs are recovered
in the nonrecurring space construc~ion charge. Under the
partitioned functions set forth i: ~he Designation Order,
they are identified under the construction provisioning
function and not the interconnector-specific construction
function where the other space construction capital costs
appear.

The service order related expenses are re:lected in the
Application Fee and Space Preparation charges. In Exhibit 2
of its Direct Case, BellSouth summarized the nonrecurring
work activities that underlie the service order related
nonrecurring charges.' As pointed out in the Direct Case,
all of the work functions, work times and associated labor
rates were provided as supporting information with the
Expanded Interconnection Service tariff filing.'
Accordingly, BellSouth has provided all of the information
necessary to evaluate the reasonableness of its nonrecurring
charges.

Issue; overhead Loadingl

Alleqat.wo: The LEcs have failed to establish that the
overhead loadings for collocation services do not exceed
those used for competitive DS1 and DSJ services. (ALTS at
17-21)

Response: ALTS is simplyincorr.ct that BellSouth has not
provided sufficient information. In its Direct Case,
BellSouth included information for its OSl service and DS3
services (including term plans) that showed that the
overhead loadings reflected in its OSl and OSJ rates exceed
the loading factorl uled to compute the expanded
interconnection chargel.' AI these data show, the overhead

B.llSouth Direct Cas., Exhibit 2 at 16-19.

7 S•• B.llSouth Transmittal No. 92 (Feb. 16, 1993)
App.ndix A, Workpap.rs 3, 3A, 3B, 3C, 3D, 3£ and 3F. For
Virtual Expand.d Interconnection Service the sam.
intormation wal includ.d with Tranlmittal No. 119 (Jun. 14,
1993) App.ndix A, Workpap.rs 3, 3A, 38 and 3C.

, s•• 8.llSouth Oir.ct Cale, Exhibit 2 at 29-36. At
that tim. B.llSouth did not includ. overh.ad loading
allociated with t.rm planl for OSl becaul' B.llSouth was
about to r.vil' the OSl term ratel. B.llSouth indicated

(continued ... )
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ratios for BellSouth's c~mpetitive DSl and DS3 services
exceed the overhead loadings reflected in the expanded
interconnection rates.

~LTS appea~s to reach its erroneous conclusion by
assum~ng that d~fferent cost bases are used to calculate the
overhead ratio for BellSouth's competitive services on the
one hand and for expanded interconnection on the other. To
the contrary, overhead loadings in both instances are
mea~ured by identifying th~ incremental cost (~, directly
ass~gned cost) of the serVlce. The amount the rate is above
the incremental (directly assigned) cost reflects the
overhead loading.

ALTS confuses the method used to establish the
interconnection rates with the measure of overheads. For
expanded interconnection, the rates were established by
using fully assigned factors and applying those factors to
the investments.

For BellSouth's special access services, ratemaking
reflects numerous considerations including market
conditions. Nevertheless, the actual overhead loa~ings

reflected in the rates of these competitive services exceed
those reflected in the fully assigned cost factors used for
expanded interconnection.

Issue: Co.t of aODey

All.gation: The factor used to r.flect the cost of money is
excessive. (MFS at 2-4; Mel at 9-10).

R••pon.e: B.llSouth .mploys a forward-looking cost of money
factor in developinq its co.t of service. This forward­
lookinq co.t of money represents BellSouth's .stimate of an
investor's .xpectation of the r.turn he will r.ceive on his
investment. In order to in.ure that BellSouth can continue
to attract inve.tor generated capital, BellSoueh must meet
or exceed this return .xpectation.

The co.t of money i. just on. compon.nt of an annual
co.t factor. Like other annual co.t factor compon.nts, the

'( ••. continued)
revi••d overhead ratio. would be .ubmitted with the tariff
filing. The tariff filinq was made on Augu.t 31, 1993 under
Tran.mittal No. 140. aellSouth re.ubait. here all of its
overhead ratio. for its OSl and OS3 service. a. Attachment
2.
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Attachment 2

PRICE-CEILING (OVERHEAD) RATIO CALCULATION
BELLSOUTH DS1 AND DS3 SERVICES

Total
Incremental Total Overhead

Service Cost Revenue Ratio
(a) JQ) (c) (d=c/b)

Proposed DS1 $48,115,267.96 . $126,407,307.00 2.63

Proposed DS1 MTH-TO-MTH $33,221,881 ! $85,739,511 2.58

Proposed DS1 ACP Contract Plan A $11,444,376.82 ! $31,507,596.00 ; 2.75
Proposed DS1 ACP Contract Plan B $3,424,939.48 $9,116,100.00 i 2.66

Proposed DS1 CSPP Contract Plan A $8,748.58 $17,580.00 2.01
Proposed DS1 CSPP Contract Plan B $15,322.08 $26,520.00 1.73

DS3 $26,898,998 $51,300,457 ' 1.91

UGHTGATE $26,044,425 $50,255,722 1.93

I
UGHTGATE MTH-TO-MTH S25,071,n1 $48,712,952· 1.94

I

i: UGHTGATE 24/48 MTH $959,674 $1,520,430 I 1.58
I
I
•UGHTGATE 49/72 MTH $12,980 $22,340: 1.72
I II
:UGHTGATE 73/98 MTH $0 SO!
I

I
iSMARTRING $854,573 $1,044,735 1.22

;SMARTRING MTH-TO-MTH $11,474 $25,240 2.20

I
SMARTRING 24/48 MTH $134,172 $196,290 1.46

SMARTRING 49/72 MTH $257,803 $293,590 1.14

:SMARTRING 73/98 MTH $451,124 $529,615 1.17

DS1 AND DS3 $75,014,288 $1n,707,764 2.37


